Long-term tangible assets comprise the major part of the available asset, and depreciation amounts compose a greater part of expenses. Therefore, it is very important to account these assets correctly because this influences the results of company activity. The topics of long-term assets depreciation have been investigated by different authors on theoretic and practical levels considering the peculiarities of a certain country. The authors of this article have aimed at investigating the influence of depreciation methods application on fee and profit accounting indices as well as at summarizing the necessity of accounting policy at a national level. The dependence of the calculated company profit on the depreciation method of longterm tangible assets is analyzed in the article.
Introduction
Long-term tangible assets are physical property with enduring purpose and are related to the fields of company activity: manufacturing, trade, and service. Company's property must be useful and must have purpose. Thus, in order to manage a company properly, necessary tools and information must be available to feel certain about the assets size and depreciation, the price of available assets, and earnings gained with this property. It is also very important to know the productivity of assets and to be aware whether all the property is used to earn income, etc.
Since long-term tangible assets compose the major part of company's property and the depreciation amounts of these assets comprise a greater part of expenses, it is particularly important to account these assets properly applying various depreciation methods flexibly because this could significantly influence the results of company activity. The issues of long-term assets depreciation have been investigated by authors abroad, e.g., Jackson (2008 Investigators analyzing the choice of the accounting policy advise not to deviate from legal requirements. Correct presentation of financial results depends on accounting, and the accuracy of the data depends on the processing of economic event by initial accounting documents and on its correct fixing in accordance with general accounting principles. All this results in the following problems: i) what is the influence of frequently changing laws and other normative acts on correct accounting of long-term assets? ii) how the choice of optimal depreciation methods of long-term tangible assets confirming to business conditions can be balanced with Business Accounting Standards and the provisions of the Profit tax law?
The aim of the current article is to assess the advantages of different deprecation methods application on long-term assets in a company.
Research goals: 1. To analyze the peculiarities of long-term tangible assets accounting. 2. To investigate depreciation methods of long-term tangible assets and the preconditions for their application. 3. To accomplish the analysis of the accounting of company N's long-term tangible assets depreciation applying different depreciation methods.
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Methods of the research are as follows: the analysis of scientific literature and legal acts, a case study, systemization, assessment, comparison and generalization, research of relevant company problems related to the requirements and application of legal acts of the Republic of Lithuania in the practice of company accounting. The results of the investigation in a Lithuanian enterprise can help international audience penetrate into the topics of cash flow management and encourage fulfilling the investigation of depreciation methods in the context of benefit and fee accounting policy considering the peculiarities of enterprise activities.
Peculiarities of the accounting of long-term tangible assets
Long-term tangible assets are a part of company's property related to the fields of company activities, i.e. manufacturing, trade, and service. The wealth of different companies depends on company activity type, its size, and other factors. Accounting long-term assets is companies' pattern of presenting information about property state which is inherent to the best part of world companies (Breuer, 2011; Cole et al., 2011; Danciu and Deac, 2011; Istrate, 2011) . The problems of long-term assets accounting and the resultant intention to analyze them are related to the factors of fairness and utility. Typically, company's property must be useful and must have purpose. In order to manage company efficiently, the necessary information about company's assets and their depreciation, price, and earnings gained by this assets must be available. It has been observed while studying the conception of long-term tangible assets that there is no single definition, suitable for every case. Different points are emphasized in different situations but the essence remains the same. It is repeated in the definitions of assets that these assets are used for longer than one year. The term of assets use can be defined as a financial year or an accounting period but this period is understood as more than one year. Operation period distinguishes long-term assets from short-term assets. Long-term tangible assets are used for gaining company's earnings and these assets are depreciable. Generally, this feature is only inherent to long-term tangible assets. Various definitions of long-term tangible assets pursuant to the Lithuanian 12 th Business Accounting Standard, the Profit tax law of the Republic of Lithuania, International Accounting Standard, and accounting handbooks, broadly used in the Lithuanian academic society, are presented in Table 1 . Table 1 Definitions of long-term tangible assets
12
th Business Accounting Standard 'Long-term tangible assets ' (2003) Long-term tangible assets are tangible assets providing economic benefit for the company and used longer than one year and which acquisition (manufacturing) net cost is not less than minimal value of long-term tangible assets' unit estimated by the company.
Profit tax law of the Republic of Lithuania. (2001) Long-term tangible assets are tangible assets used for gaining unit's earnings (receiving economic benefit) for longer than one year and the acquisition price of which is not less than the price of the unit of listed long-term assets group, as determined in the 1 st Annex of this law. Acquisition cost of these assets is included into unit's expenses piecemeal during the period of assets depreciation. 'International accounting standards ' (2001) Long-term tangible assets are such assets that used many times in manufacturing, trade, or service processes and retaining their natural form depreciate used for longer than one year.
Kalcinskas (2007)
Long-term tangible assets are capital goods (buildings, constructions, machines, equipment) used for a long time (not a single accounting period), and their value is transferred to production gradually during assets' depreciation. 4 (82) Company
Summarizing the definitions of long-term tangible assets given by authors and legal acts, the following peculiarities can be noticed: 1) assets are used in a manufacturing or service process not once; 2) the value of assets acquisition estimated by the company is noteworthy; 3) assets must have an owner; 4) the term of assets depreciation is longer than one year; 5) assets must earn income for the company.
It is important to note assets distribution according to their physical state when studying the peculiarities of depreciation accounting of long-term assets (Figure 1) .
Land, buildings, constructions, natural resources, and other similar tangible assets are attributed to the real estate. Movable property consists of equipment, vehicles, machines, and other suchlike tangible property. Intangible assets include software, development works, patents, licenses, brands, and other similar intangibles. Financial assets involve investment, sums receivable after one year, and other financial effects.
The lifetime of long-term tangible assets can be limited or unlimited. Land is attributed to the estate of indefinite use and thus depreciation is not calculated for it. All the rest long-term tangible assets have limited lifetime, and therefore depreciation is estimated for this property. 
Problems of the depreciation accounting of long-term tangible assets
Acquisition value, efficient lifetime, liquidation value, calculation methods of depreciation beginning, methods and limitations of depreciation calculation of long-term tangible assets must be determined correctly when estimating the amount of long-term tangible assets depreciation during the accounting period. The most complicated and relevant issue concerning depreciation estimation is related to the calculation of assessable profits and profits taxation; therefore, the variety of different purchases of long-term tangible assets influencing the imputation of profits tax must be emphasized (Danos and Imhoff, 1987; Danciu and Deac, 2011; Manea, 2011) . Currently, there is no unified methodology of financial long-term assets accounting in Lithuania because every company interprets the accounting of long-term assets in accordance with its own accounting policy (Staciokas and Jefimovas, 2005) . If the methodologies of long-term assets financial accounting and its influence on the calculation of profits tax were unified, the increase of accounting work would be avoided and secondary information would remain qualitative enough because these are evenly accumulating expenses. Such accounting would serve the purpose only if it were meaningful to calculate all the earned income and incurred expenses and to analyze the results daily.
Depreciated sum of long-term tangible assets is compiled in the contra 'depreciation accounting form' during the whole period of assets use. This is a property account form with the residual, opposite to property account form since the depreciation is filed on the credit side. This account form is called 'property contra account' and sums recorded in this account reduce the initial (purchase) net cost of long-term tangible assets.
In accounting, the net cost of long-term tangible assets is distributed within the period of use in the company gradually writing off and including into the prime cost of the production (service) or is recognized as activity expenses (Kalcinskas, 2007 If the object of long-term assets consists of several constituents, conditionally independent parts, each of these parts can be accounted as a separate object of long-term assets (Decree of Lithuanian Government No. 955, 1998). Thus the object of depreciation calculation can be either a group of interdependent or uniform assets' units with an identical depreciation period, or separate parts of the object if depreciation periods or intensity do not concur. If a company can economically substantiate why separate parts of one or another object depreciate unevenly, it has the right to apply different standards for depreciation calculation of these parts. In that case it is necessary to assess impartially a purchase value of separate object parts. If not distinguished in purchase documents, this valuation must be performed by a properly qualified asset estimator. If separate parts of one object were appraised insomuch with the sum of their values not equal to the total object's purchase value, an adjustment coefficient is calculated. After adjusting the value of constituent parts, determined by asset estimator with this coefficient, a sum that must be recorded in accounting as acquisition value and used for depreciation calculation is obtained. All this creates great inconvenience in the accounting of long-term tangible assets. Separately worn objects of assets are detached in accounting; individual statements of assets introduction into exploitation must be drawn up. These assets are accounted in different inventory cards providing different inventory numbers. Maintenance expenses of such assets are accounted separately (Zakalskiene, 2007) .
In accordance with the Lithuanian Government Decree No. 955 (1998) and Business Accounting Standards which entered into force on January 1, 2004, a depreciation calculation method and the estimated efficient lifetime should be reviewed periodically, and, if significant change of the expected economic benefits of the asset were observed, the depreciation method and efficient lifetime must be altered to reflect the new situation. The depreciation method used should reflect the pattern in which the company receives assets' economic benefits. Depreciation charge for each period will be recognized as expenses unless it is included into the carrying value of other assets. The 6th IAS provides the Straight-line method, the Variable declining method and the Units-of-production method (Business Accounting Standards, 2001; Summaries of International Accounting Standards, 2001). The result of the Straight-line depreciation method is a constant charge over a useful life of the asset. The result of the Variable declining balance method is decreasing the tax rate over the efficient lifetime of assets, and the result of the Units-of-production method is a tax based on the expected use of the assets or their usage in manufacturing production. The method applied for the assets is chosen according to the expected economic benefit nature and is consistently applied in every period, except when the nature of the expected benefits from the asset changed (Staciokas, 2005) .
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According to the Lithuanian Government Decree No. 955 (1998), a depreciation method may be changed only once during the lifetime of the assets, and only from accelerated to straight-line. However, the Profit tax law says that the same method should be used throughout the depreciation or amortization period of long-term assets. One document contradicts another (Stonciuviene, 2008). These objections are solved by the 12th Business Accounting Standard (2010), which provides that the depreciation method should be reviewed periodically and it can be modified in the light of significant change of assets' economic benefits. The Business accounting standard gives companies more flexibility; not only a switch into the Straight-line method is possible as before, but also the change of this method to the others is allowed. The Summa-of-the year's-digits method and the Variable declining balance method are not recommended for longterm tangible assets depreciation for financial accounting purposes, except when it is necessary to present fairly company's financial performance and assets' economic benefits (Staciokas and Jefimovas, 2005; Stonciuviene, 2008). Thus currently the following depreciation methods may be applied in Lithuania (Figure 2) .
The choice of a depreciation method depends on the company's accounting policy (Kalcinskas, 2007) . Frequently companies have only formal accounting policy which does not provide all procedures performed in company in detail. As a result of the chosen method of depreciation calculation, estimated depreciation amounts of the same long-term assets might differ throughout the whole lifetime and this influences not only depreciation expenses but also the sums of assessable and net profits. The Summa-of-the year's-digits method and the Variable declining balance method are named as "calculation methods of accelerated depreciation". These methods cannot be designated as accelerated in financial accounting due to a contradiction to accounting principledepreciation calculation must confirm to actual depreciation of certain assets as accurately as possible. The conception of accelerated depreciation methods is applied in taxing accounting in order to show the possibility provided by the authorities to companies to reduce assessable profit by increased depreciation expenses (Jagminas et al., 2005; Zakalskiene, 2007; Corporate taxes, 2008). The government allows and encourages the application of these methods not because companies could pay less taxes but in order to provide them with an opportunity to renew their technical base and to develop manufacturing of production, start trade and supply services. According to Kalcinskas (2007) , only large companies that intend to expand their activity and reasonably increase their sale volumes can behave like this. On all occasions, it is necessary to consider well all positive and negative aspects of accelerated depreciation methods when making a decision on their application (Kalcinskas, 2007).
Only two methods are mentioned in the Profits tax law, the Straight-line method or the Variable declining balance method. The latter could be used for equipment, all cars because these assets in economic activity are also incidental to economic obsolescence; besides, technological progress is huge in this field. Thus companies wherein such assets play a great part would be concerned about faster renewal.
Worldwide practice shows that the methods of accelerated depreciation calculation in financial accounting are also allowed in other countries, such as Germany, Italy, USA etc. Residual value of long-term assets is a value depreciable in the future, decreasing with the increase of depreciated amount until the residual of depreciation account would becomes equal to the residual of purchase Table 2 The consequences of incorrectly estimated depreciation amounts of long-term tangible assets included into net cost of the production (services) VAT, highway taxes are overpaid.
Reduction of the sum of capital allowances
Overpayment of profits and real estate taxes 1. Evasion of profits tax object Sanctions: Deficient amount of profits tax is reckoned in and the penalty of 10-50 % of the mentioned amount is imposed; delinquency charges are calculated from the unpaid penalty. 2. Evasion of VAT and highway taxes objects Sanctions: Deficient amount of profits tax is reckoned in and the penalty of 10-50 % of the mentioned amount is imposed; delinquency charges are calculated from the unpaid penalty.
cost account of long-term tangible assets. Thus, the purchase cost of long-term tangible assets during their whole lifetime will be transferred to summation of expenses incurred while manufacturing products or services (Kalcinskas, 1999 (Kalcinskas, , 2007 Zakalskiene, 2007) . Depreciation recorded in company's accounting sometimes does not agree with physical depreciation of long-term assets and therefore loosely shows what part of certain assets was already depreciated during the whole period of assets' use. On occasion, the situation emerges when the residual value of a still usable object is equal to a few Euros. This happens because depreciation of long-term assets is an economic, but not a physical process If the depreciation amounts of long-term tangible assets are calculated incorrectly and are included into the net cost of manufactured production, these amounts are treated as the result of accounting violation. In the case of a company, such violations are relatively described as 'positive' or 'negative', and corresponding sanctions are applied in such cases (Table 2) .
Consequently, the choice of a method for depreciation calculation is one of the most important moments in seeking accurate and beneficial for the company result of the long-term tangible assets accounting. After Business Accounting Standards came into force, the following methods for depreciation calculation of long-term tangible assets have been applied in financial accounting: the Straight-line method; the Unit of Production method; the Summa-of-the year's-digits method, and the Variable declining balance method (12 th Business Accounting Standard, 2010).
According to sources, in Lithuania, companies in order to avoid double depreciation calculation must choose methods vested by tax laws and have to begin calculating depreciation from the first day of the next month because a half-year method is not allowed in financial accounting. Hence, due to the present controversies, companies willing to avoid double work can only calculate depreciation by the Straight-line method and cannot change methods of depreciation estimation (Damasiene and Cibulskiene In summary, it is true to say that depreciation in accounting is not understood as physical or moral depreciation of long-term tangible assets; it is not regarded as a drop of their market value but as gradual write-off of these assets into the expenses within assets' lifetime. In order to estimate a depreciation amount of the used longterm tangible assets during the accounting period, the following must be assessed: efficient lifetime, liquidation value, method of depreciation calculation, method of calculation beginning of depreciation, and limitations of 
Case study of long-term tangible assets depreciation by different methods
Carrier 'X' under a currently implemented project forecasts that in 2017 income received while exploiting assets will reach 36.97 million Euros.
In accordance with a valid company's business accounting policy, acquisition and residual value of the planned to purchase vehicles is provided for the period of 2013-2017, indicating a 20-year depreciation term (Table  3) .
Thus, irrespective of a vehicles type, the same depreciation period, i.e. 20 years, will be applied to all of them. Analyzing how annual depreciation amount depends on a chosen depreciation method, the authors calculate depreciation of company's vehicles using different depreciation methods: the Straight-line method (SLN), the Unit of Production method (PM), the Summa-of-the year's-digits method (SYD), and the Variable declining balance method (VDB). The following presumptions are made while analyzing data: 1) depreciation amount does not change during the whole exploitation; 2) accumulated (calculated) depreciation increases evenly; 3) residual value decreases evenly while reaches written-down value that should not be worn; 4) depreciation expenses must be the same during the whole exploitation term (Figure 4) .
Depreciation of the last year is estimated by deducting residual value from the value of penultimate 19th year. It is noteworthy that the residual unworn value is written-off to expenses in the last year, therefore, this amount might significantly influence company's profit (Table 4) .
After estimation of assets depreciation by all methods it was determined that the Unit of Production method would be using the smallest depreciation amount in the first year whereas the largest amount would be in the case of the Variable Declining Balance method. Pursuant to the predicted data of company's earnings and expenses (Table  5 ) profit changes applying different depreciation method have been calculated.
Pursuant to the given data, it can be determined that the annual depreciation amount directly depends on the intensity of vehicle use and more precisely reflects the degree of economic benefit for the company because depreciation expenses in the first year are the largest and decrease in every subsequent year. Thus, the rofit earned by vehicles continually increases ( Figure 5) .
Optimistically, the assumption is made that earnings should increase and thus profit would also increase every year but different yearly changes are provided, depending on the year. The biggest profit in the first year could be made applying the unit of production method, whereas the least profit would be made in the case of variable declining balance method and therefore the amount of profit tax in this case would also be less. Table 3 Forecasted company's income after project implementation The obtained results show that different profit was calculated in every year applying different depreciation methods. As a profit tax depends on the profit size, the company is advised to change the accounting policy in the field of long-term tangible assets depreciation. Financial reserve for company's useful investment can be provided by paying less profit tax in the first year of long-term tangible assets' usage.
Research has been accomplished following the logical scheme: depreciation of company's long-term assets directly influence assets' book value, net profit (loss), profits taxation, cash flows and the efficiency of investment projects ( Figure 6 ).
The research is useful because: i) it reveals a new approach towards depreciation of long-term assets, whereas depreciation amounts can be distributed for the future periods as the initial parts of assets value [it explains 4 (82) Company the impact of long-term assets depreciation on company's profit (loss)]; ii) it shows the influence of depreciation accounting results on tax volumes and cash flow; iii) research results can be applied when choosing the optimum depreciation method of long-term tangible assets which allows receiving the largest cash flow and quickening investment payback. Studies on the choice of depreciation methodology of long-term assets should be continued. It is particularly important when evaluating the factors that determine profitability, forecasting possibilities for the development of company's activity. The analysis of the results within several accounting periods could assist the management of long-term tangible assets profitability and could also be useful for company's leaders to choose more suitable development strategy and investment.
Conclusions
Knowing that depreciation expenses during the accounting period are related to the income earned within this period, it is recommended to choose the method of long-term tangible assets depreciation responsibly because company's financial results and investment during future periods depend on the decision made.
Pursuant to 12th Business Accounting Standard and the requirements of Profit tax law companies should periodically review and, if necessary, according to significant change of assets' economical use, choose such methodology of long-term tangible assets depreciation which, in default of current assets, would allow company applying the most suitable method at that point because it allows saving current assets at the expense of lower profit and advance profit tax.
In a Lithuanian enterprise the obtained results show that different profit was calculated applying different depreciation methods every year. As profit tax depends on the profit size, the company is advised to change the accounting policy in the field of long-term tangible assets depreciation. A financial reserve for company's useful investment can be provided by paying less profit tax in the first year of long-term tangible assets' usage.
While changing the fee legitimate base, further investigations are necessary to fulfill the standards of business accounting that help establish further financial indices of an enterprise, influence other economic factors on long-term asset depreciation.
The results of the investigation in a Lithuanian enterprise can help international audience penetrate into the topics of cash flow management and encourage fulfilling the investigation of depreciation methods in the context of benefit and fee accounting policy, considering the peculiarities of enterprise activities.
